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i McALLEN NATIONAL BANK ’A

R 09 03 ".05. MEMBER FDIC
SURFACE TRANSPORTATION B0ARD
December 2, 2002 £
. Ay
Mr. Vernon Williams, Secretary & /%\
Surface Transportation Board "4'4,,044,,{ @
1925 K Street NW, Suite 700 J‘/o@q’ 4

Washington, D.C. 20423

Re:  Texas Railcar Leasing Company, Inc.

Dear Mr. Williams:

I have enclosed an original and one certified copy of the document described
below, to be recorded, pursuant to Section 11303, Title 49 of the U.S. Code.

The document described is the Security Agreement, being the primary document,
dated November 21, 2002. A description of the equipment covered by the document is as

follows:

1. Twenty (20) modified top hopper ratlcars identified as follows:
TRLX TRLX TRLX TRLX
78005 78007 78009 78010 i
78012 78019 78026 78040
78047 78048 78053 78062
78064 78070 78072 78073
78082 78115 80016 80118

2. Debtor’s right, title and interest in and to Car Leasing Agreement No.

01/010061 (including Rider No. 002), dated November 6, 2002 between Texas Railcar
Leasing Company, Inc. and Applied Industrial Materials Corporation.

A fee of $30.00 is enclosed. Please return the original and any extra copies not
needed by the Commission for recordation to Byron Calcote, Senior Vice President,
McAllen National Bank, 1801 S. McColl Road, McAllen, TX 78502.

100 SAVANNAH, PO. BOX 5555, McALLEN, TEXAS 78502 (956) 682-2265 FAX (956) 972-5418



Mr. Vernon Williams
Correspondence
Page Two

A short summary of the document to appear in the index is as follows:

A Security Agreement by Texas Railcar Leasing Company, Inc., P.O. Box 1330,
McAllen, Texas, dated 11/21/02, covering twenty (20) 3,850 cubic feet, modified open
top hopper railcars and Debtor’s rights, title and interest in Car Leasing Agreement No.
01/020061, with Rider No. 0002, dated November 6, 2002, between Texas Railcar
Leasing Company, Inc. and Applied Industrial Materials Corporation.

Seniot Vice President

/jmf
Enclosures

Ezcwlg&ﬁr
This instrument was acknowledged before me on the ;é day of’]

2002, by Byron L. Calcote, Senior Vice President of McAllen National Bank, McAllen,
Texas on behalf of said corporation.

(G JAN M. FUU—ER

& UBLIC
" NOTARY P
;@v STATE OF TEXP&?’ZW Nt
N %Y My Commission Explres 02 ) ary

lic in and for'the State of Texas
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SECURITY AGREEMENT ~

.

DATE OF AGREEMENT
- 11/21/2002

DEBTOR’S NAME(S)

SECURED PARTY’S NAME AND ADDRESS

TEXAS RAILCAR LEASING COMPANY, INC., A TEXAS CORPORATION

MCALLEN NATIONAL BANK
Main Bank
P.O. BOX 5555

DEBTOR’S ADDRESS

P.0. BOX 1330
MCALLEN, TX 78505-1330

MCALLEN, TX 78503

L

GRANT OF SECURITY INTEREST. For value received, the undersigned (referred to as "Debtor" whether one or more) grants to Secured Party named above a
security interest in the Collateral described below to secure !he prayment of the "Indebtedness” (as defined below) and performance of all Debtor’s obligations and

in this A or other

For purposes of this Agreement, any term used in the Uniform Commercial Code, as

adop(ed and revised from time to time in the State of Texas in lhe Texas Business and Commerce Code {"UCC"), and not defined in this Agreemcnt has the meaning
given to the term in the UCC. Debtor’s location (if other than the address reflected above) is in the state of TEXAS

DESCRIPTION OF COLLATERAL. The "Coilateral” shall include:

1. All inventory of whatever kind or nature, wherever located, now owned or hereafter acquired, and all returns, repossessions,
exchanges, substitutions, replacements, attachments, parts, accessories, and accessions thereto and thereof and all proceeds

{whether in the form of cash, instruments, chattel paper, general intangibles, accounts or otherwise); including, but not

reo]
:i':it:dfto TWENTY (20) 4,460 cubic feet covered top hopper railcars identified as follows:
TRLX TRLX * TRLX
78005 78053 78019
78007 78062 78026
78009 78064 78040
78010 78070 78047

TRLX TRLX

78073 78012
78080 78072
78115 78048
80116 80118

2. Debtor’s rights, title and interest in and to Car Leasing Agreement No. 01/010061 (including Rider No. 0002) between Texas
Railcar Leasing Company, Inc. and Applied Industrial Materials Corporation, dated November 6, 2002

This term "Collateral” also includes to the extent not listed above as original collateral:

ay

@

]

RECORDATION NC. _Zﬁ_zq__-qﬂtiﬂ

After-Acquired Property. Afier-acquired property; provided, however, the security interest will not atach to (a) consumer goods, m:’:um when given um&mnuss the Debtor

acquires rights in them within 10 days after the Secured Party gives value; or (b) a commercial tort claim.

Proceeds. Proceeds, products, additions, substitutions and accessions of the Collateral.

SURFACE TRANSPORTATION BOARD

Deposits. Unless prohibited by law, any property (excluding Individual Retirement Accounts and other qualified retirement accounts), tangible or iniangible, in possession of Secured Party at any time during
the term of this Agreement, or any indebiedness due from Secured Party to Debtor and any deposit or credit balances due from Secured Party to Debtor, and Secured Party may at any time while the whole or
any part of the Indebtedness remains unpaid, whether before or after maturity thereof, be appropriated, held or applied toward payment of the Indebtedness or any obligation of Debtor to Secured Party.

. SECURED INDEBTEDNESS. The secumy interest granted under this Agteelmnl secures the 6. JOINT AND SEVERAL RESPONSIBILITY OF DEBTOR AND SURETIES. The
following (referred t0 as the " (1) the of all of the responsibilities of Debtor and any co-debior, guarantor, surety or accommodation party under this
obligations, covenants and warranties of chux as set forth in this Agreement or any other Agreement are joint and several, and the references to Debtor in this Agreement shall be deemed to
agreement between Debtor and Secured Party; (2) all liabilities of Debior to Secured Party of refer 10 each such pcrson. including any person who pledges Collateral even if such pledgor is not
every kind and description, including (a) all prmussory notes pven from Debtor to Secured Party, otherwise liable under any promissory note, guaranty or other instrument secured by this Agreement.

(b) all future advances from Secured Party to Debior, whether in the form of a loan for a similar 7. SEPARABILITY OF PROVISIONS. If any provision of this Agreement shall for any reason be
or different purpose than any other ioan o Debtor, m Debtor's overdradis, wihedier business or lcid invalid or unenforceable, such invalidity or unenforceability shall not affect any other provision of
personal, (d) direct or indirect liabilities, (¢) liabilities due or to become due and whether absolute this Agreement, and this Agreement shall be construed as if such invalid o unenforceable provision had
or contingent, and (f) liabilities now existing or hereafter arising and however evidenced; (3) all never existed.
extensions, rencwals and deferrals of liabilities of Debtor to Secured Party for any term or terms, 8. GOVERNING LAW. This Agreement shall be construed and enforced in accordance with
to which the undersigned hereby consents; (4) all interest and other finance charges due or 10 the laws of the State of Texas, except to the extent that the UCC provides for application of the
become due on the llablhues of Debior to Sccured Pany (5) All expenditures by Secured Party law where the Debtor or the callateral is located (if other than Texas) as the case may be.
involving the covenants and 9. ENTIRE AGREEMENT. This Agreement, together with any mortgage of real estate which may
warranties under this Ayecmem or any other agrecmem between Debior and Secured Party; and be Collateral, constitutes the entire agreement between the parties with respect to the subjects addressed
(6) All costs, anorneys’ fees and other expenditures of Secured Party in the collection and herein. This Agreement may be amended or modified only by a writing signed by Secured Party
enforcement of any obligation or liability of Debtor to Secured Party and in the collection and specifying that it is a or addition to this A
enforcement, sale or other liquidation of any of the Collateral. . EVENTS OF DEFAULT. Debior shall be in default under this Agreement upon the happening of any
one or more of the following events or conditions, called "Events of Default” in this Agreement:

IV. GENERAL PROVISIONS. L " B N 1. [f any warranly, Covenant, agreement, representation, financial information or sg:mnm made or
1. WAIVERS. No act, delay or omission, including Secured Party’s written express waiver of a to Secured Party by Deblor, any guarantor or surety, of oiherwise on Debior’s behalf to
remedy afier any default under this Agreement, shall constitute a waiver of any of Secured Party’s induce Secmd Party (o enter inio this Agreement, of in conjunction with it, is violated or proves 1o
rights and remedies not expressly waived in writing under this Agreement or any other agreement have been false in any material respect when made or furnished
between the parties. All of Secured Party’s rights and remedies are cumulative and may be 2. If any payment required in this Agreement or under any other agreement or obligation of Debtor to
exercised singly or concurrently. The waiver or exercise of any one or more rights or remedies Secured Party or to others is not made when due or in accordance with the terms of the applicable
will not be a waiver or a bar to the exercise of any other rights or remedies upon any subsequent contract. L
default. No waiver, change, modification or discharge of any of Secured Party's rights or 3. If Debror defaults in the performance of any covenant, cbligation, warranty, or provision
remedies o Deblor’s duties as specified or allowed by this Agreement will be effective unless in  Conained in this Agreemen or any other agreement, mortgage or obligation of Debtor 1o Secured Party
writing and signed by a duly authorized officer of Secured Party. Acceptance of any partial o late gdwothm including without limitation Debtor’s failure to insure the Collateral or unlawful use of the
payment shall not constitute a waiver of any requirement of this Agreement or impose any
additional notification cuties upon Secured Party. Deblor and all obher sigeers, incloding gy ':u;,“yo,“’"“n “;ﬁm;ﬁfy O T o AocEkerulon o o MLl of wy
guarantors, waive presentment, notice of dishonor and protest, notice of default, notice of intention 5 Y 88 grec!
to acceleraie and notice of acceleration and consert to any and all extensions of time for any term 5 If anyane makes any levy aym.u or seizes, garnishes or attaches any of the Collateral; if Debtor
or terms regarding payment due, partial payments, of renewals before or afier maturity. Debror nsuaﬂyemuml:rs any of the Collateral; or if Deblor sells, leases, or otherwise disposes of any
and all other sigrers, including guarantors, further consent to substitution, impairment, release or of the Collateral without Secured Party's prior writien consent as required by this Agreement or any
nonperfection with regard to the Collateral, and the addition or release of or agreement not 10 sue mortgage executed in connection with this Agreement.
any party or guaranior, 6. If the Collateral is lost, stolen, substantially damaged or destroyed.

2. w This Agreement inures to the benefit of Secured 7. If, in Secured Party’s judgment, the Collateral becomes unsatisfactory or insufficient in character
Party’s successors and assigns, and is binding upon Debior’s heirs, executors, administrators, or value, and upon request Debior fails to provide additional Collateral as required by Secured Party.
representatives, successors and permitied assigns (and all persons who become bound as a deblor 8. If at any time Secured Party, in its sole discretion, believes the prospec: of peymen: o
to this Sccurity Agreemein), but w person taking from or representing Debtor has any right to performance of any duty, covenant, warranty o obligation secured by this Agreement is impaired.

N . 9. IfDelmrormyguaumororwrelydxes dissolves, terminates existence, or becomes insolvent; if
advances under any insirument or document sccured by this Agreement. a recciver is appointed over of Debior’s or of the Collateral; if Debior
3. CHANGES IN TERMS. Secured Party reserves the right o change any of the terms of this 5 77 2ppol any part property or any part

e —————— ) by N an assignment for the benefit of creditors; or if any proceeding is commenced under any

Agreement in with applicable law and the provisions of this Agreement. or insolvency law by or ayum Debtor or any guarartor or surety for Debtor.
4. TERM OF AGREEMENT. This Agreement, and the security interest created by this 10. If the Collateral is removed from the location spoclﬁed in this Agreement or in a separate notice to
Apgreement, will remain in force until all of the Indebtedness is paid in full, unless the security Secured Party without Secured Party's prior writien consent, except for temporary periods in the
interest created by this Agreement is earlier released by Secured Party in writing. normal and customary use of the Collateral
5. RIGHTS OF SECURED PARTY ASSIGNABLE. Secured Party, at any time and at its option, 1. Secured Party shall receive at any time following the Closing a filing office repont indicating that
may pledge, transfer or assign its rights under this Agreement in whole or in part, and any Secured Party’s security interest is not prior to all other security interests or other interests reflected in
transferee or assignee shall have all Secured Party’s rights or the parts of them so pledged, the report.
wransferred or assigned. Debtor’s rights under this Agreement or in the Collateral may not be  VI. ADDITIONAL PROVISIONS. Ths undersigned specifically agree to all of the "Additional
assigned without Secured Party’s prior writien consent. Provisions” on the reverse side of this Agreement.
- SECURED PARTY'’S SIGNATURE - DEBTORS’ SIGNATURE(S)

MCALLEN NATIONAL BANK TEXAS RAILCAR LEASING COMPANY, INC., A TEXAS CORPORATION

Main Bank %C“M&»

m&\//- )

By: GRACE P. NOVELL, PRESIDENT

BYRON £ALCOTE, Senior Vice President

Form TX725

FBUCK11212002111506A
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DEBTOR EXPRESSLY REPRESENTS, WARRAL

" ADDITIONAL PROVISIONS
JOVENANTS AND AGREES:

WESENTATIONS, WARRANTIES AND COVE.v.xNTS

1. FINANCIAL INFORMATION. All applications, balance sheets, earnings statements, and other financial
information representations which have been, or may later be, furnished to Secured Party to induce it to enter
into or continue a financial transaction with Debtor fairly represent Debror’s financial condition as of the date and for

riod shown in such documents. All information fumlshed to Secured Party at any time and in any form is, or

shal} be at the time furnished, true and accurate in alf material respects and sufficiently complete to give SecursG

P:ny full kmwledg: of the subject matter. Dettor will pl\.vdc 1w Sacured Puryy annually, or raore frequently if

elects, such financial information about Debtor's affairs as Secured Party may teascnably request.

lkhor S Tmmu] condition has not changed matecially since the effective date of the last furmished financial
information except as Debtor has reported to Secured Party in writing.

2. INFORMATION ON_COLLATERAL. Detror will furnish 1o Secured Party informarion adequate o
identify’ [ateral, in a form at such times as Secured Party may reg: xsx Debtor aiso will dehvermSccured
. upon request, true copics of purchase orders, shipping. dehvery warehouse receipts, and invoices
idencing and describing the Collateral, as well as true copies of all contracts to fumnish goods or services to
Debtor s custcmen Debtor will execute such documents as Secured Party may require to mdﬂu perfect and
record Secured Party’s security interest granted by this Agreement and enable Secured Party 1o ive proceeds and
distributions from or interest in the Collllerd

3. OWNERSHIP FREE OF ENCUMBRANCES Except for the security interest granted by this Afrem nt or
by a mortgage executed in connection wit greement, and cxcept for any sommy lm:rzsmgrrvmus disclosed
in writing 1o Secus r now owns, or will use the proceeds of the Agrecment
to become the owner of the Collateral (or has rights in or the power to transfer the Collateral) f!ve from any prio:
l|ens, security lmemsu or encumbrances. Debtor warrants title to and will defend the Collateral against all claims

and demands of persons claiming any inierest in the Collate ‘Secus ‘Debior will not permit any
fiens or security interests other than Secured ’s security interest to attach to any of the Collateral, and will not

t the Coliateral o be levied upon, o anached under any legal process, o permit any oter ting to
dor!lhnmylmpalrﬂ:vdmnfméollmnlavmesemn-ymmny:mod ‘Secured Party by

4. FINANCING STATEMENTS, No Financing Statemant or Lien Entry Form covering the Collateral is on file
in amy pablic office except i connection with this A Debtor 1a join with Secur=d Party in exscuting
one or more Lien Entry Forms, Financing Statements, or Eﬂ‘ecllve Financit in form satisfactory 10
Secmedl’myxdpmvmwhmherdocunrms ired from time 1o time in order to evidence, perfect
or continue perfection, or record the security interest gnmnd in this Agreement. Debtor hereby authorizes lnd
grants to Secured Party r of attoney 1o erecute such decuments on Cbtor's Lehalf. A carbon, phoiog:
of other leproducuon of this Agreement ot of any Financing Statement is sufficient as a Financing Statement.

5. LOCA'"ON OF COLLATERAL, RECORDS, INVENTORY AND E U"’MENT Debtor WI" give
Secu otice of each office of location at Whic rafes Tecords ng 10 the S

Collateral are k:pl Debior shall not be recuired 10 give such notice if all Collateral and. afl of Bebtor's fecords

peraining to the Collateral are and shall b kept a1 Debtor's address shown on he face of Ihis Agreement, and if

such addressis Debtor'schief executve office. Debor will noify Secured Pary in wriing of ny proposed change

in any of the offices or locations of the Collateral, prior to ve date of such changz. Detxor wil

pot remove o r permit removal o any of the Collaseral from the location spec-ﬁed in this Agreement without Secured

Fany' prior iten consent. except s otherwise provided i Agreement, and sich omovashal be consrdered
Y enk of Default under this Agrecment.

6. SALE, LEASE OR DISPOSITION OF COLI ATERA PROHIBITED. Debtor shall not sell, mongage,
transfer, excl ale, assign, Jicense, grant any other security interest or otherwme dlspose of all
or any part of the Collmra! or Debtor's nyus init wnmul first obtaining Secured Party’s written consent. Secured

consent may be commomd requirements (including, but not limited to, the q?hc:non of proceeds

Pany’s

to obligations by x) ich Secured Party deems to be runhz protection of its security interest.
Secured l’lny s | 10 be eﬂecllvem h requirements and conditions have
been fulfil grait of 2 secur t:nnuHJmm-ywmm

Debtor fnmlsh a Statement conceming farm pr ls. if :ppllcable. shall be construed to mean that
consents to sale or any other disposition of the Collater

o MAINTENAN@?‘ND INSPECTION. Dol 3t its own
ion and repair so that fts value and operaung zﬂ‘mency shall be maintained and pi (h) not pel rml( du
el o e e sosea, oot o e 13 e orte: Snaept fo the CoAiEaTy
intended primary use; (c) prudently protect the Colhmrzl from the clemers; and () use e e Collateral I:wfully nn:
requi

m&n shall @ keep 0 Collseal in oot

not msil\eg:!useonuusemamanm byn:.-\smmemnfeCo

& shall cormly promptly wuh all nr—m:ns of ary al agency affecting the
Imnl and, upon Secured Par; r:que:l dehver no Sew Porty :vld:meo liance. Debtor shall at

all times. keql rate and umpl f transactions. ion relating to the Collateral.

Debror grants to Secuved Party the
‘books and records relating 1o it as Secu
such books and records, at any time m!fmm\lmcwum,lmludnu g 'S customers or
connection with such audit or verification. Debtor agrees to assist Secured Pary in facilitating
verifications and inspections.

i :nd vnlc ofmahng such nmpxxm of the Collateral and Debror's

‘ﬁa m‘;" o sary, and awditing of causing an audit or verification of
iers in
audits,

& TAXES AND FEES, Debvor shal pay promptly amy and al wees, asessmerns axd lcerse fees with respec
the Tollas or use of the Cotlateral winn ihe s shiall bocut due. i e Collaeral is on o: affixed w lvaln:
owned by Debxor, Debeor shall make all such payments with respect to the realty when they are due.

9. AFFIXING TO_REAL OR PERSONAL PROPERTY P’ROH!B]TED Unless Debtor has i!.'ln

a first mlpeﬂm(anyofdle(bllmulw h is
m or become attached or affixed to
property without first obwmng Secured
any requirements (including, but not limited to, the subrogation of other inicrest
o Teal property to Secured Pany s rights and interest in the Coilateral) which Securcd Party dsems 10 be for the
promclmn of its security interest. Secured Party’s consent will not be deemed tc be effective unless and until such

ts and conditions h!ve been fulfilled.

10. INSURANCE ON _THE COLLATERAL. Wh:le lny of the Indebiedness rer ing and
hout the Tull fermm of this Agreement, Debior shall maintain and pay for insurance or peal Gol.atcn] Wherever
located, including but not limited to storage facilities of o st i vehicles including goods evidenced by
documents. Such i be purchased h any person of Debtor’s choice, with companies acupuble L
Secured Party, against such cm:.lnes, ‘hazards, public liabilities and other risks. and in such amounts as pmdm
to protect Secured P: Secured Pasty I require, All insurance policies, except for vendor's
sl imemx Tnaurance, or cenufied ¢ cnplzs of such policies cvidencing the insurance coverage shall be Rurnished 10
ured Party within 10 dzys of dve date of this Agreement. All policies of insurance shall provide for at feast 10
days prior written notice to red Party . Secured Party may act as Debtor’s attorney:- mfm, wnh
n:y 0 procure msuun::, wake, adjust, and seule claims under or cancel such insurance; and
‘on any drafts or checks drawn by insurers of the Collsteral. Provided, however, Secured Pmy is
under m obhgnon and has no duty to procure insurance, pay premiums, make, adjust or umle claims with respect
to any insurance or to cancel any insurance required by this Agreement. Debtor assigns Party any
returned or uneamned premiums whu:h m:y be due upon cancellanon of any such policies ior any reason w}
and directs insurers to pay Secured Party any amounts so Any balance of insurance proceeds
payment in full of all amounts secured by this Agreement s‘u'l be pz.d to Dettor.

by | aw, ot of 10, d!sc.ur;e
on the Collateral, o pay e (a) the -epmof any damage (o the Cannml, ® :nyﬂuu

promptly for all such expenditures, and for all costs, attorney fees and other disbursements made by Secured
Party in connection with this paragraph. In addition, Debtor shall be liable lm agrees to reimburse Secured

promptly for all Dosls amonwy f fees and other disburscments made by Secure Pag a3 allowed by l:w or provided

lnr m thns Ag-e:ml in enforcing or collecting any nmc vammy or Iuhnhly Deblnr o ired Party, or in

reing or collecting any accouft, pt note, chattel or other

eollaﬁera! f Dehwr s in which Secured Farty lis a wmmg:lm:::s\ Unzit Secured Party ﬁu the

amounts provided in this paragraph, such amounts shall mmmmn.mwnmmm

remaining after  shall

sccurity agreement executed by Debtor in Secured Party’s favor, including this Agreement,
to be in violation of 2 nyn of rescission or a restriction on security

secured. The amount of Deblor’s Ilablllty undet
reentage rate (" Al

which is secured by any
unless such security would cause Secured Party
interests, in which case, 10 that extent, such amounts will not
this paragraph st Ilhewh)emmaumalormmestnar:wmx:xcwdmgm:mal R") or
mueml nu. prvwdui in the instrument secured by this Agreement. Any notice required in connection wm\ this
‘be sufficient if given at Debror’s address set forth in this Agreement hry {2) mailing the notice at
o= days be{om or (b) delivering the notice at least 5 days before the commencement of the performance of the duties
specified in the nofice.

12. POSSESSION. Debor shall have possessloﬂ of the Collateral, except where expressly otherwise provided
in this Agreement or where Secured 'g:rfm its security interest by |§i sion in addition to the
filing of a financing statement. Whem Col IIMrIJ is in the possession of a third party, Debror will Jom with Se:ured
Party in notifying the third of Secured Pasty’s security interest and obtaining an acknowledgment
party that it is holding the lmral for the benefit of Secured Party.

13. CONTROL, Debor wil cooperste with Secured Party in obuaining contrl with respect 1o Calteral
consisting of; Geposit accounts; investment property; letter-of-credit rights; electronic chattel paper.

14 CHATTEL PAPER. If tre Coltazral includes crnu-l el paper, Debior will not create any chattel paper
without placing a legend on the chatiel paper acceprable to Secured Party indicating that Secured Party has a security
interest in the chatic] paper.

15. PURCHAS M NE:V SECURITY INTEREST To the extent Debror uses the Indebtedness to purchase

Co llateral, | rs apply on a “first-in-first-out” basis so that the portion of the
Indebtedness i wnlculu itern of Colllleul shall be paid in the chronological order the Deblor
;lm:luned the L'oll

16. DEBTOR'S NAME AND LOCATION. Debwr 's exact legal name is as set forth on the reverse side of this
yreemend. 1T Deblor 15 an individual, Deblor's p resi is at Debtor’s address as set forth herein. If
Dzbeor is an emyod:r tnn an individual, Detxor s locmon (i.c., place of business, chief executive state
nfurgununm,u:hecuem:ybe)u lnlhts!z‘enﬂecwdfofnebw ’s address or as otherwise set forth on the
rse side of this Agreement. the Indebtedness is paid in full, Debtor agrees that it will rot change its
Ioca.non (for =x.1mp|e, its state of mmr;xnuun) or its leg name without pmv:dmg Secused Party 30 days’ prior
written notice.

17. DELTOR'S (,OUPERATXON ln addition to Debtor’s other obligations and agrwm:ms in this Agreement,
and Secured Party's andlpmmlus!odozllac ts which Secured Party deems reasonable or
necessary 1o preserve nrpmm the Cullmnj including, without limitation, the following:

(a) FARM_PROD! S. If the Collateral includes "farm products,” Debtor agrees to execute and deliver 10
an Gve Fm:ncng Statement” containing all information required by law. Debtor also agrees
to furnish to the Secured Party d'lhemumd addresses of the buyers, commission merchants, and
10 or through whom may sell the farm products sud agrees to keep such list current.
Secured y may inform persons on such Tist and others of Secured Pary’s security interest in the farm products.
1f any of the farm ts are sold to or mypzrmormnyrmmﬂ:lm.Debw y be subject to a fine
unless Secured Party was ntified in writing at least 7 days prior (o such sale, or unicss a0 el proceeds are
remitted ul Sa:ured Party wl!hm 10 da( r such sale. ‘Deblor agrees that before receiving an instrument in
payment for farm products other livestock, debtor shall execute a centificate containing, in addition 10 ali
mformznu\ mquued by law, the name of Secnred Party and a statement that Secured Party holds a security interest
farm products listed on the certificate.

&) LIVESTOCK. In adiion tothe provsions of this Agrecmend elating 1 farm produces. i the Collaeral
decms it necessary o

includes Tivesock, o the Coflateral, and upon Secured
Party’s demand, with an wopnm credit for its value, Debtor will avaulable 0 Secured Party all feed, both
hay and grain, and all equipment owned by Debtor and used in the feeding and handling of the livestock. Debtor will

anduseDebtors best efforts to allow Secured Party use of all Debtor's ngh title and

cooperate with
, all other equipment used in the fecding and handling of the livestock, and all

i
interest in or o all water privi

contracts and leases covering I for pasture and grazing.
(c) CHATTEL PAPER, ACCOUNTS, INSTRUMENTS, DOCUMENTS, SECURITIES ani N(XTFS if the
GL Paper, accounts, instruments, uments, or other

promissory notes, , Or other instruments in writing, or |! Debtnr moelvcs mck rights,

rights to subscribe, dmdewls of any kind or character (mcludu‘ liquidating dividends), new securities, cash,
interest, or orany mher roperty by rozson of awnership of the Collateral, the ‘Coltateral shall ncluce aif sucnpmpmy
gmy ides ut!tmme Debtnr immediately shall deliver and pledge o Secured

i eid such pr pmceeds and

semm\m

P:ny mpmprlmly assif nndormtkmed 's arder.
Fropary in hmmﬂuh(:o“mﬂonymllgy ed under this Agreement. Secured Party, at its option,
mypenmlwhymp:nywberewvedml Debror, but Secu Panymny:llnylm!lgrmimsu:h

permission. Debtor ag! ured Party
statements and

rees to execute all meesﬂly stock powers and other convey:
. Debtor al to execute lnl d=|wer mh fgunc

ances.
tl: n;lr to payment is znhm:ea by a letter of credit, Debtor to deliver the letier u! credit
immediztely to Secured Party, and not to make demand under it or as:‘fn it by way of security or otherwise without
Secured Party's prinr exnress consent in writing. which consent Secured Party is under no obligation to give.

(8) CASH AND OTHER REMITTANCB Upon demand of and as specified by Secured Party, when Debeor
receives any cl acceptances, I|. or other remittances, in ‘of accounts or other Collateral
oras pmceeds nfmv:mnry nro(l:rCallalcnl Dehor shall ly d\e same. dlrecdzom Debwrx Tiability to Socumd
Pmynrdq»snu:mmupwalmuu intained with Secured h Secured Party has
power of withdrawal. If Secured reqnm. Debtor wllébgrvnq)ily noufy Secured Pnny of such awhcmmu
or deposits, mmfym; in writing the sout lateral which been converied ino The
funds in Ily special account shall be !:ld Iq as security I‘of dl Debtor’: : luhhuet 0 Semued
Pany. M shall ited in precisely Ihe form received, excepl for Debtor’s endorsement where:
necessary (o permit collecuon of items, which endorsement Debtor ag: 10 make, and whlch Secured Party is
x:ltbygunlcu!plmerofmmeymnukembebmrsbdﬂlfl!Dzb(nrntsorrvﬁnscsmnnkc h endorsement.
Pending Debux that any such checks, drafis, cash or other remittances will not be comsmingled

with any afDe propmy. but will be held separate and apart and in trust for Secured Party until
dcposnofmxsmd:mhswu account. Secured ‘will, at intervals to be determined by Secured Party,
apply the whole or any part of any monies which are on deposit with Secured Party, ‘whether owned by Debtor or
anyoﬂ:rputyhalﬂemkrrm; agnlm(d:pnmlpaloflmemldueon loans made to Debtor by
Secured Party, or against Debtor’s other liabilities to muym.ugm at Secured Party’s
grezymm'mmmw'y"ﬁ e o of sweh s depm ’?uhSecuredP:nyDel rmsx-;ﬁd
gavernment lation. Any portion of suc! on it whicl elects not to apply
wmhepm"fmnzmwys:cmdhny
() PROCEEDS. Whenever the sale, exc) , of other dlsposllloﬂm‘mvmryorodlrcdllmal gives rise to
an account, chaftel , instrument, or genet nunglble foru\epaymem of money ("proceeds” for purposes of
this paragraph), Debtor, as required by shall not Secund?myprmmdynfd:dl of said

Party,

inventory or other Coll. and any resulting proceeds. th respect 1o all
Debror represents that (i) no set-off or counterclaitn exists or shall be permil
or shall be made for any material nn'llﬁcmon. deduction or discount, and (m) o nmal paymen
made except as revealed to red Party by Debtor in writing. All proceeds whes

perfomwus!ullbemdtmﬂiby:hlﬂxuwnmmﬂnt + between
parties, and copics of ts shall be Secured :hx.llh:veﬂ:ngnwrmlfy
any account

i proceeds covered by this Agreement,
10 exist (i) no agreements have been
ments have been or
snmmm

contract val&dtnsecumd
detror or obligor of Debror’s. mmnkepaynmsdnmlymSemedhrryudSecum:lP:ny
may take control of all proceeds, which right Panynug;:zmseumynm Until such time as Secured
Party 10 exercise such rif Debtor is authorized as 's agent o collect u-d enfnrc: such
roceeds. The costs ofmcheollecummdmfomﬂmm including attomneys’ fees and other expenses, shall be borne
gymm whether incurred by Secured Party or Deblor.

(f) FEDERAL ASSIGNMENT OF CLAIMS ALT If the Collateral includes accounts or other receivables with
a face "value over 31 | W] a contract with the United Swes ol America or any of its
agenci or ities, Debtor shall mufy ired Party pnmvdy ul wnmg of
that fact. Debwrmlllemmyimmmlmukemymrm
perfecA 1 Secured Party’s security interest in such accounts
ct. -

Secured Party requi
under the provisions of the Fed:rzl Asﬂpmo Clums

REMEDIES

Upon the occurrence of an Event of Default, and at any later time, Secured Pany may excent as otherwise provided
by law, at its option and without notice or demand to Debtor, exercise any and all rights and remedies provided by
the UCC, as well as all other rights and remedies Secured Party possesses, lmlndmg but not limited to the right to:

L Dol all iabiiies securd by s Agrecment ity due and payabe, cndio procesd to enforce

ment and per e of 2l sueh Iabilites, provided that upon any repayment in full of the npaid blance of

S hmmies, Detwor Shalf be entitied to 3 revate of any uneamen portion of any finance or other charge in
accordance with

ire Debor o assemble the Collateral or rvlderte of l}eCoIlnzul :n! ‘make it :vnlab!e to Secured Party
aa phm Secured Party designates which is reasonably ) be responsible for
any expenses and if Debtor wrongfully dlm.lgn xhe &!IIM:I:J on! :fter default Ini demand in accordance
with law .m this Agreement, Debtor wmngfully fails to make ihe Collateral avai'able to Secured Party. All such
expenses and damages are secured by Secured Party’s security interest in the Collateral granted by this Agreement,

3, Repossess the Collateral, and for this purpose Secured Party is mmed authority to enter ino and upon any
premises on which any part of the Collateral wers) vay be situated and remove it. Debtor waives any claim in connection
wm. or arising l'rum an entry peaceably made in connection with rcpossessmn Debtor authorizes Secured Party or

to take possession of and hold rty located in or antached to’the

5. Transfer any of the Collateral or evidence of the Collateral into Secured Party’s own name thuufa
nominee, and uvelhepmceedsmdmldll!mﬁmannrMmslllhlnllnmSecuruiP:ﬂy apply
proceeds on or against any such liability. Secured Party may notify account debtors and obligors 1o make payment
directly to Secured Party, and may demand, collect, receipt for, settle, compromise, adjust, e for, foreclose,
zlemmmdiz\wﬂﬂtcdlmrﬂ,insecmedhﬂy vmnamenrmDebmr:mlmas ured Party may

termine.

&. Sell or otherwise dispose of the Collateral. Unless the Collateral in whole or pan is perishable or threatens 10
:c”!g:ﬂa)eaﬁly in value or is of 2 customarily sold on a recognized market, Secured Party will give Debror

e not Inenfhmm:rd;; of any public sale, o of the time afier which any private sale or other
disposition is to be made. Such notice hlllbe if given at Debtor's address set forth in this Ay
‘mailing the notice at least 10 days before any sale or xumdlmm or action. Secured y shall be entitled to,
and Debtor shall be liable for, reimbursement of all costs and expenditures of
interest, including without limitation court costs, fees for levin bonds, storage, repossession costs, repair and
mf’m casts for sale, x!hmwsuammameys fees. Al such costs are secured Kg‘ securty interest in the
Collateral nged by this Agreement, excm s provided above under 'Expr\dxmm by

mynghxnmay have to require Secured Party to any_ thi

lmmm . Secured may comply with thany Fcable st or federat law mmlmnmt: in connection with a
disposition of the Collateral and compliance | 1 not considered adverscly to lffecl the oommemlal
reasonabieness of any sale of the Collateral. Secured Party has no (Mllum 10 clean-up or otherwise
Collateral for sale. may sell the Collateral without giving any warranties as to the Collalcn.l and may
specifically disclaim any warranty of title or the like. This re will not be considered adversely to affect the

ts independent cont
Collateral. If Debwr has nm reclaunad such property wuhmug£ys after notice of i |ts ukmg and hcn.mn is sent m
Debxor, such propeny may be sold and the proceeds applied to expenses
Secured talance of Such proceeds remaining after payment in full o - amounts sscured by e
Agreement shall b= paid to Debtor

Possess all books and records evldemlng or pertaining to the Collateral and any personal property in or
mxm«wxmﬂ:mlmand this put ;: lgany is granted authority to enter into and upon any
premises at which any part of such books and rocords may be siwated and remove them. ~Any such property not
necessary to enforcement of Secured Party's rights shall be retumned to Debror on demand, or otherwise upon
wnvlebmofuse

o any sale o the Collaieal. If Secured Pary sell any o the Collteal upon crocit,
Debtor will e cedied only wih payments acualy mate by ihe purctaser, received by Seured Pary and sppled 0
the indebuedness of the purshaser. I the event e purchaser ail t g2y ot the Collaterl, Socured Paty tray resel
the Collateral and Debtor shall be credited with the proceeds of the sale.

7. Secured Party shall not be liable for rulnag to collect any account, enforce any coniract right, or any other act
or omission on the of Secured onccs. cxcept as the same constitutes bad faith
or failure to act in a commercially masombienmm ndey;mu have acted in a commercially reasonable
manner if its action or inaction is consistent with general commercial usage of parties similarly smmed in the area
or Secured Party's location, but this standard shall not constitute disapproval of any procedures which otherwise may

be reasonable tl:clmmutxmesmmm&:umdhﬂy take steps to preserve rights against prior parties

in an instrument or chatte! paper.
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SECURITY AGREEMENT U

TRUE AND CERTIFIED COPY OF ORIGINAL DO

/
W’E OF AGREEMENT

11/21/2002

DEBTOR’S NAME(S)

TEXAS RAILCAR LEASING COMPANY, INC., A TEXAS CCRPORATION

[ SECURED PARTY’S NAME AND ADDRESS
v

MCALLEN NATIONAL BANK
Main Bank
P.O. BOX 5555

DEBTOR’S ADDRESS

P.
M

0. BOX 1330 MCALLEN, TX 78503

CALLEN, TX 78505-1330

GRANT OF SECURITY INTEREST. For value received, the undersigned (referred to as "Debtor” whether one or more) grants to Secured Party named above a
security interest in the Collateral described below to secure the payment of the "Indebtedness” (as deﬁncd below) and performance of all Debtor’s obligations and

in this Ag or other d ev the For purp of this any term used in the Uniform Commercial Code, as
adopted and revised from time to time in the State of Texas in the Texas Business and Commerce Codc ("UCC"), and not defined in this Agreement has the meaning
given to the term in the UCC. Debtor’s location (if other than the address reflected above) is in the state of TEXAS .

DESCRIPTION OF COLLATERAL. The "Collateral” shall include:
1. All inventory of whatever kind or nature, wherever located, now owned or hereafter acquired, and all returns, repossessions,
exchanges, substitutions, replacements, attachments, parts, accessories, and accessions thereto and thereof and all proceeds

thereof  (whether in the form of cash, instruments, chattel paper, general intangibles, accounts or otherwise); including, but not
limited to TWENTY (20) 4,460 cubic feet covered top hopper railcars identified as follows:

TRLX TRLX TRLX TRLX TRLX

78005 78053 78019 78073 78012

78007 78062 78026 78080 78072

78009 78064 78040 78115 78048

78010 78070 78047 80116 80118

2. Debtor’s rights, title and interest in and to Car Leasing Agreement No. 01/010061 (including Rider No. 0002) between Texas
Railcar Leasing Company, Inc. and Applied Industrial Materials Corparation, dated November 6, 2002

This term "Collateral” also includes 1o the extent not listed above as original collateral:

n

@

[©)]

Afiet-Acquired Property. Afer-acquired property; provided, however, the security interest will niot atiach (o (a) consumer goods, other than a1 accession when given as additional security, unless the Debror
acquires rights in them within 10 days afer the Secured Party gives value; or (b) a commercial tort claim.

Procgeds. Proceeds, products, additions, substitutions and accessions of the Collateral.

Deposits.  Unless prohibited by law, any property (excluding Individual Retirement Accounts and other qualified retirement accounts), tangible or intangible, in possession of Secured Party at any time during
the term of this Agreement, or any indebtedness due from Secured Party to Debtor and any deposit or credit balances due from Sccured Party to Debtor, and Secured Party may a1 any time while the whole or

any part of the Indebiedness remains unpaid, whether before or afier maturity thereof, be appropriated, held or applied toward payment of the Indebredness or any obligation of Debior o Secured Party.

SECURED INDEBTEDNESS. The s:cumy interest |nnud under this Agreement secures the
following (referred to as the * (1) the of all of

obligations, covenanis and warranties of Deb«x as set forth in this Agreement or my other
agreement between Debtor and Secured Party: (2) all liabilities of Debtor to Secured Party of
every kind and description, including (a) all promissory notes given from Debtor to Secured Party,
(b) all future advances from Sccured Party to Deblor, whether in the form of a loan for a similar
or differcnt than any cthcr loan to Debror, (¢) Debror’s overdrafis, whether business or
personal, (d) direct or indirect liabilities, (¢) liabilities due or to become due and whether absoluls
or contingent, and (f) liabilities now existing or hereafter arising and however cvidenced; (3) all
extensions, renewals and deferrals of liabilities of Debtor to Secured Party for any term or terms,
to which the undersigned hereby consents; (4) all interest and other finance charges due or 1o
become due on the liabilities of Debxor to Secured Plny (5) All expenditures by Secured Party
involving the or covenanis and
warranties under this Agreement or any other nyeemm between Deblor and Secured Party; and
(6) All costs, attorneys’ fees and other expenditures of Secured Party in the collection and
enforcemer of any obligation or Hiability of Debxor to Secured Party and in the cotlection and
enforcement, sale or other liquidation of any of the Collateral.

. GENERAL PROVISIONS.

1. WAIVERS. No act, delay or omission, including Secured Party's written express waiver of a
remedy after any default under this Agreement, shall constitute a waiver of any of Secured Party's
rights and remedics not expressly waived in writing under this Agrecment or any other agresment
between the parties. All of Secured Party's rights and remedies are cumulative and may be
exercised singly or concurrently. The waiver or exercise of any one or more rights or remedics
will not be a waiver or a bar (0 the exercise of any other rights or remedies upon any subsequent
default. No waiver, change, modification or discharge of any of Secured Party’s rights or
remedies or Debtor’s duties as specified or allowed by this Agreement will be effective unless in
writing and signed by a duly authorized officer of Secured Party. Acceptance of any partial or late
payment shall not constitute a waiver of any requirement of this Agreememt or impose any
additional notification duties upon Secured Party. Debror and all other signers, including
guarantors, waive presentment, nalice of dishonor and protest, notice of default, notice of intention
10 accelerate and natice of acceleration and consent to any and all exicnsions of time for any term
or terims regarding payment due, partial payments, or rencwals before or after maturity. Deblor
and all other signers, including guarantors, further consent (o substitution, impairment, release or
nonperfection with regard to the Collateral, and the addition or release of or agreement not 10 sue

any party of guarantor.

2. AGREEMENT BINDING ON ASSIGNS. This Agreement inures to the benefit of Secured
Party’s successors and assigns, and is binding upon Debtor's heirs, executors, administrators,
representatives, successors and permitted assigns (and all persons who become bound as a deblor
to this Security Agreement), but no person taking from o representing Debtor has any Tight to
advances under any instrument o document secured by this Agreement.

3. CHANGES IN TERMS. Secured Party reserves the right to change any of the terms of this
Agreement in accordance with applicable law and the provisions of this Agreement.

4. TERM_OF AGREEMENT. This Agreement, and the security interest created by this
Agrecment, will remain in force until all of the Indebiedness is paid in full, unless the security
interest created by this Agreement is carlier released by Secured Party in writing.

5. RIGHTS OF SECURED PARTY ASSIGNABLE. Secured Party, at any time and at its option,
may pledge, transfer or assign its rights under this Agreement in whole or in part, and any
transferee or assignee shall have all Secured Party’s rights or the parts of them so pledged,

transferred or assigned. Debtor's rights under this Agreement of in the Collateral may not be VI

assigned without Secured Party's prior written consent.

6. JOINT D _SEVERAL RESPONSIBILITY OF DEBTOR AND_SURETIES. The
responsibilities of Debtor and any co-debtor, guarantor, surety or accommodation party under this
Agreement are joint and several, and the references 1o Debtor in this Agreement shall be deemed 1o
refer to cach such person, including lny permn who pledges Collateral even if such pledgor is not
otherwise Jiable under any promissory guaranty or other instrument secured by this Agreement.

7. SEPARABILITY OF PROV1§10N§ lf any provision of this Agreement shall for any reason be
held invalid or unenforceable, such invalidity or unenforceability shall not affect any other provision of
this Agreement, and this Agreement shall be consirued as if such invalid or unenforceable provision had
never existed.

8. GQVERNING LAW. This Agreement shall be construed and enforced in accordance with
the laws of the State of Texas, except to the extent that the UCC provides for application of the
law where the Debtor or the collateral is located (if other than Texas) as the case may be,

9. ENTIRE AGREEMENT. This Agreement, together with any mortgage of real estate which may
be Collateral, constitutes the entire agreement between the partics with respect to the subjects addressed
hercin. This Agreemend may be amended or modified only by a writing signed by Secured Party
specifying that it is a modification, amendment or addition 10 this Agreement.

. EVENTS OF DEFAULT. Debtor shall be in default under this Agreement upon the happening of any

one or more of the following events or conditioas, called "Events of Default” in this Agreement:

1. If any warranty, covenant, lion, financial ion or statement made or
furnished (o Secured Party by Debior, any gmmorormty.otodrrwlzmbebwr‘s behalf 10
induce Secured Party to enter into this Agreement, or in conjunction with it, is violated or proves to
have been false in aniy material respect when made or furnished

2. If any payment required in this Agreement or under any other agreement or obligation of Deblor to
Secured Party or to others is not made when due or in accordance with the terms of the applicable
contract.

3. If Debior defaults in the performance of any covenant, obligation, warranty, provision
contained in this Agreement or any other agreement, morigage or obligation of Debior to Sccumi Party
or o others, including without limitation Debtor’s failure to insure the Collateral or unlawful use of the
Collateral

4. If any event or condition exists or occurs which results in acceleration of the maturity of any
obligation of Debtor to Secured Party or to others under any note, mortgage, indenture, agreement, or
underiaking.

5. If anyone makes any levy against or scizes, garnishes or attaches any of the Collateral; if Detxor
consensually encumbers any of the Collateral; or if Debtor sells, leases, or otherwise disposes of any
of the Collateral without Secured Party's prior written consert as required by this Agreement or any
mortgage executed in connection with this Agreement.

6. If the Collateral is lost, stolen, substantially damaged or destroyed.

7. If, in Secured Party’s judgment, the Collateral becomes unsatisfactory or insufficient in character
or value, and upon request Debror fails to provide additionat Collateral as required by Secured Party.

8. If at any time Secured Party, in its sole discretion, believes the prospect of paym:nl or
performance of any duty, covenant, warranty or obligation secured by this Agreement is impaired.

9. 1f Debtor or any guarantor or surety dics, dissolves, terminales existence, or becomes uuoivem. if
a receiver is appoinied over any part of Debtor’s property or any part of the Collateral; if Deblor
makes an lslgnmcm for the benefit of creditors; or if any proceeding is commenced under any
bankrupicy or wmthbywmmbemormygnzmnmormlymmuor

10. If the Collateral is removed from the location specified in this Agreement or in a separate notice to
Secured Party without Secured Party's prior writien consent, except for temporary periods in the
normal and customary use of the Collateral

11. Secured Party shall receive at any time following the Closing a filing office report indicating that
Secured Party"s securily interest is not prior 1o all other securily interests or other interests reflected in
the report,

ADDITIONAL PROVISIONS. The undersigned specifically agree to all of the *Additional
Provisions™ on the reverse side of this Agreement.

SECURED PARTY'’S SIGNATURE

DEBTORS’ SIGNATURE(S)

MCALLEN NATIONAL BANK
Main Bank

ﬁm\/ Z M

TEXAS RAILCAR LEASING COMPANY, INC., A TEXAS CORPORATION
[Oj )QCQL__L/L,L_

B)}GRACE P. NOVELL, PRESIDENT

kYRON kALCOTE Senior Vice President

P Convright 06/ American Rant Svetome

TR 1910071115064
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ORE.

DEB RESSLY REPRESENTS, WARRAM

ADDITIONAL PROVISIONS
TOVENANTS AND AGREES:

RL. «<ESENTATIONS, WARRANTIES AND COVE....NTS

1. FINANCIAL INFORMATION. All applications, balance sheets, eamings statements, and other financial
information resentations which have been, or may later be, furnished to Secured Party 10 induce it to enter
into or continue a financial transaction with Debtor fairl represent Debior’s financial condition as of the date and for
the period shown in such documents. Al information furnished 1o Secured Party at any time and in any form is, or
shall be at the time fumished, true and accurate in all material respects and sufficicntly complete to give Secured
Pany B full knowledge of the subject malter. Debior will provide to Secured Party ly, or more frequently if

red Party 5o elects, such financial information about Debxor’s :I\‘urs as Secured Party may reasonably request.
Debmr s financial condition has not changed materially since the effective date of the lasi fumished financial
information except as Debtor has reported 1o Secured Party in writing.

1 INFORMATION ON_COLLATERAL. Debtor will fumish w0 Secured Party information te 1o
ntify all Collateral, in a form and at such times as Secured ma) st. Debror also will deliver to Secured
Pany. upon request, e copies of purchase orders, shipping, delivery and warehouse recelpu. and invoices
evidencing and describing the Collaieral, as well as true copis ¢ of all contracts o fumish g 0
Debior’s customers. Debtor will execute such documents as Party may require 1o cvnd:nce perfect and
record Secured Party's security inuerest graned by this Agreement "and cnable Secured Party 0 receive proceeds and
distributions from or interest in the Collateral.

3. OWNERSHIP FREE OF ENCUMBRANCES. Except for the secunry inerest granied by this I

by a mortgage ‘executed in mmlmn with this Agreement, and except for :ny security interest previously dusclosed

in writing to Secu oxor now owns, or will use the proceeds of the advances secured by this Agreement
ome the gwner of (e Cnllmrll (or has n;hu inar the power o transfer the Collateral) free from any prior

liens, seulmy interests or encumbrance warrants title 10 and will defend the Coltateral against all claims

and of persons claiming any mmm in -re Coltateral adverse 1o Secured Party. Debtor will not permit any

s security interest 10 anach m my of the Cullngn.l and wlII

& or attcl T any , Of permit any
done that may mqwrnev:lneam: Materal or the security uumumud 1o Secured Party by Del

4. FINANCING STATEMENTS. No Financing Statement or Licn Entry Form covering the Collateral is on file
in any ‘public office excepl in connection with this Agreement. Debior agrees ta join with Secured Party in executing
one or more Lien Eniry Forms, Financing Slawm:ms, or Eﬁ‘ecnvt Inancing Susements in form satisfaciory 1o
Secured Panty and provide such other documents as may be from time (o time in urdel 10 maeme. perfect
or continve perleclmn. or record the secusity ierest ar: i s Agreement. Debtor hereby authorizes and
granis 1o Secured Party a power of attomey (0 execute suc o Debior's beball, A carban photographic
or other reproduction of this Agreement or of any Financing Statement is mm:»:m as a Financing Statement,

5. LOCATION OF COLLATERAL, RECORDS, INVENTDRY AND EﬁUIPMENT Debtor will give Seo
Secured Party wrilten noiice of each office or focation al wi 0r's records g: ining ta the i

’s records

Collateral are kept. Deblor shall ot he required 1o give such notice if 2l Gollaieral and all of
ress shown on the face of this Agreement, and if

peruining 10 the Coltateral are and shall be kept at Debeor’s adds
Tuch addpess is Debuor's chief executive ofice.” Debtor wil \moify Scured Pany in wriig of any proposed ¢
in any of he offces ot locaionsof e Colsetl pror 1 the flecive date of such change. Debor wil
Temoval of any of the Gallaséral from the bocation specified in this Agreemen without Sec
s Bion wn Consents CXCept a8 oberwise provided in hes Afrecment. and S reswoval il b comsidored
an ﬁ{m of Default under this Agreement.

6. SALE, LEASE OR DISPOSITION OF COLLATERAL PROHIBITED. Debtor shall not sell, mortgage,
transfer, éxchange, lease, hypothecalc, assign, Ticcnse, grant any ofber security interest or otherwise dispose of all
ar any part of the Collateral or Deblor's rights in it without first obiaining Secured Party's writ red
Pl;lg‘ s consert may be conditioned upon any requirements (including, but not limited 10, the
npuom sccured by this Agroement) w ich Secured Party deeas to be for the protection of
Secured Party's consent will not be deemed 10 be effective unless and unil such requirements and conditions Iuve
been fulfilled. Neither Dehwr 'S grant of a !ecu interest in the proceeds of the Coffateral nor m

1s, if applicable, shall be construed to mean umd Pmy
ral.

its security interest.

Debior furnish a2 Statement concerning farm
consents 1o sale or any other disposition of the P Colace

7. MAINTENANCE AND _INSPECTION. Debior, at its own expense, shall (3) keep the Collaiesal in good
condition and repair so hat its value and ope m:uwzﬁmmy shall be maintained and preserved: (b) not permit ll:

n;lo
Agree:

which is secured by any security agroement executed by Debilor in Secured Party's favor, including this Agreement,
unless such security would cause Secured Party 1o be in violation of a right of rescission or a restriction on scousity

interests, in which case, 1o that extent, such amounts will not be secured. The amount of Debior’s liability undet
this paragraph shall be subject 10 accrual of interest at 3 rate not exceeding the anvwal percentage rate (CAPR”) or
inerest rate provided in the instrument secured by this Agreement. Any notice ired in connection with this
paragraph shall be sufficient if given a1 Debtor’s address set forth in this Agreement by (a} mailing the notice at least
10 h'r{;dbefn‘;: or (b) delivering the notice at feast S days before the commencement of the performance of the duties

in the notice.

12. POSSESSION. Debior shall have pmemon of the Collateral, except where expressly otherwise provided

in this Agreement or where Secus r hooses 10 perfect its securily interest by ssion in addition 10 the

fluu of a financing sm:mem Where Collateral is in the possession of a third party, r will ;am with Secured

Panty in notifying of Secured Party's security uur:sl and obiaining an acknowledgment from the third
party that it is holdin( mz lateral for the benefit of Secured

13. CONTROL. Debror will cooperate with Secured Party in obuaining control with respecl to Collaweral
consisting of: Geposit accounts; investmens property; letter-of-credit rights; electronie chatiel pape

14. CHATTEL PAPER. If the Collateral includes chatiel paper, Debior will not create any chattel paper
without ;mcm; a Tegend on the chattel paper acceptable to Secured Party indicating that Secured Party has a security
interest in the chattel papel

15. PURCHASE MONEY SECURITY INTERFST To the extent Deblor uses the Indebtedness (o purchase
Collatet or's repayment of | apply on 2 “first-in-first-our” basis so that the portion of the
Indebtedness used to pumhne s particular ilem ol Collateral shall be paid in the chronological order the Debior
purchased e Collaie

16. DEBTOR'S NAME AND L(X)ATION Debmr 's exact legal name is a3 set forth on the reverse side of this
ncipal residence is al Deblor's address as set forth herein. If
lhbtor is Il enlry u'el II\ln an mﬂmdul\ Dehwr s location (i.¢., place of business, chief executive office of state
organi; as the case may be) is in the state reflecied for Debior's address or as otherwise set on the
reverse side of this Agreement. Until the Indebiedness is paid in full, Debior agrecs that it will not change its
location (for example, its state of incorporation) or its legal name without providing Secured Party 30 days’ prior
writien notice.

17. DEETOR'S COOPERATION. 1n addition 10 Debtor's other obligations and a;m:mmu in this Agreement,
and Secured Party's remedies, Deblor agrees lmlr ses 10 do all acis which Secured Party deems reasonable or
necessary o preserve or pmwct the Collateral, including, without limitation, the following:

(a) FARM_PRODUCTS. if the Collateral includes "farm products,” Deblor agrees to execute and deliver io
an fective Fmantm; Statement” cm-nmug :JI’mlommmn required by law. Debtor also agrees
mIIInu:nkh 10 the Secured Part, the Iul!'u:II d ' md hﬁy&n, ulnmins merchants, and
sel nenuwulhroughw Deblnrmnyu the farm products ees 10 keep such list curvent,
ured Party may inform pmon.v on such list and others of Secured Party's secunity interest in the farm products.
Ifanyn(lln! products are sold (o or through any person o entity not on the list, Deblor may be subject 10 a fine
unless Secured Party wi nnnﬁed in wmln‘  least 7 days prior 10 such sale, or unlcss all sale proceeds are
remitted to Secured Pmy within T such sale. agrees that helom receiving an instrument in
ment for farm pmmcu other lmn livestock, debuor shall execute a certificate conaining, in addition to all
m formation required by law, the Mm ol Securl:d Party and a statement that Secured Party holds a security interest
in the farm products listed on the centifi

(b) LIVESTOCK. In addition to the provisions of this Agreement relating o farm hices, if the Collateral
includes Tivestock, (0 the cxtent Secured Party deems it necessary to preserve the Collateral, and upon
Party’s demand, with an nppmpmu ‘credit for .u value, Debior will available 10 Secured Pany P ecd bodh
hay and grain, and al} nt owned by Debtor and used in the feeding and handling of the livesiock. Deblor will
-ooperale with Secured uﬂuuD:bmnb:sleffnmnoalthn ured Party use of all Deblor’s right, title and
s, all other equipment used in the feeding and handling of the livesiock, and all
for pasture lnd grazing.

(c) CHATTEL PAPER, ACCOUNTS, INSTRUMENTS, DOCUMENTS, SECURITIES and NOTES. If the
Collmrﬂ Becomes mB‘c‘E By chatiel papel. acoounu lrmmmem Humc s, shares Of siock or other
securities, promi n wriling, of if Deblor receives stock rights,
rights 1o subscribe, lividends. of any kind of characier (ncluding Ilmldannf dividends), new securities, cash,

aceral

o

interest in of to all waier privil
coniracts and leases covering |

Collateral 10 be muused. abused, wasted or all deteriorate, except for the ordinary wear and tear of its inierest, or an nl-er roperty by reason of ownership of the Coli ral shall include all such peopert)
intended pri use; (c) prudently protect the Collateral from the elements: and (d) use the Collateral lawfully :ni and, un I me provides ou:rwue, bIm immediately slqu dellver and pledge the same (o s«mé
not rmu its itlegal uu or us use in a manner not permitted or covered by the i nuumu on the Coll rrqulred Party, app: mly assigned or 's order. ured Party will hold such proceeds and
greemer. hall comply promptly with all mmm of any of" Ix ting the  property in ’mm manner as the Couuml an.uuu Pl ud under mns nzn:m Secured Party, al its option,
,-lml and, upon Secy Pzrw s request, v 10 Secu such compliance. Mf shall a1 may permit such property 10 be received and retained (',, tm Secu may at any nme -emn.uc such
all times kup accurale lnd complete books and records of umucuoﬂs ud information refating to the Collateral. permission. Debior agrees o execute ;n necessary stock pos and other convey yw:i 0 Pmy
Debior granis 1o Secured the right and nnvme of making such inspections of the Collateral and Deblor’s any property amnn:ﬁ in this paragr. Debw als0 agrees [0 execuie and defiver such
hoo:x and r:;rds relating o it as Sec;’ndredﬁ;:lny i 2 and suditing of causing an audit of verification of - oiher documesks requ Secured t or perfect the assiy , pledge, |r|mf¢y aM grant o{ ug
such books and records, at time 10 time, incly Debior’s cusiomers or iers in  security interest nncdl 1hi: Alwmen ardless of the , endorsement
connection with such audit or venﬁcnlon Deblor agrees to u’:‘m SeclIIg Panty in facilitating such audits, wwz;ym :mu‘ Detxor, Do ‘waives pmquv:u, ‘potice i ko

verifications and inspections.

8 TAXES AND FEES. Debtor shall pay promptly any and all taxes, assessments and license fees with respect
10 the Collatéral or use of the Collateral when the same shall become If the Collateral Is on or affixed (0 reary
owned by Debior, Debtor shall mak: all such payments with respect to the realty when due.

9. AFFIXING TO REAL OR PERSONAL PROPERTY PROHIBITED. Unless Debtor has also grante

arty & Tirsi pnomy morigage i 1 1ot permit any of the Collateral which is

perwul P ome an memm or n!nud 0 ul:r penoml Pproperty of become attached or affixed 1o real
n:I:m ﬂm obraining Secured Party’s written consent. ure ’s consent may be conditioned won

my mqummms (uﬂud::s but not limited 10, the subrogation rest owners in and 10 such other personal

or real property to Secured Party's nghu and interest in the Cnﬂn:nl) which Secured Party deems 10 be for the

protection of iis security interest. Secured Party's consent will not be deemed t be effective unless and until such

requirements and conditions have been fulfilted.

10. INSURANCE ON THE_COLLATERAL. WIuIe My of the Indebiedness remains outstanding and
throughoul term of tnis Agreement, r shall maintain and pay for insurance on all Collateral, wherever
Iocaled m:luduu but not limited to siorage faclhuu or in mnsn in vehicles. including goods evidenced by

Such insurance shall be purchased throuj of Debiot’s choice, with ¢ aceptable 10

Seuned Pmy, against such casualties, hazards, puNw abilities and omer risks, and in such amounts as prudent and

ndet to protect Socured Party or as Secured Party shall require. Al Insurance policics, eacept for vendor's

single intcrest insurance, or certified cwlu ol xuch po icies :vldemmg the insurance mvm(g shalt be furnished to

within 10 days of the 1l policies of insurance shall provide for at least 10

days* prior writien notice to Secured Pany nf cmllulm Setuled Party may act as Debtor's attorney-in-fact, with
wer ol mnm:y 10 procure insurance; make, t, and seutie claims under o cancel such insurance; and endorse

or's name on any drafis of checks drawn by lmun-.n of the Coflateral. Provided, however, Secured Party is
under no obhgnuon and has no duty to procure insurance, pay pmmum make, adjust or lmle claims with respect
to any insurance or to cancel any insurance required by this Agreement. Deblor a.uz any
remrmi or uneamed premiums whn:h be due upon cmllum of my such policies for any reason whatsoever,

and directs insurers to pay Secured any amounts so due. Any balance of insurance proceeds remaining afier
payment in full of all amounts secured by thu Almm:m shall be paid 10 Debror.

1. EXPENDITURES BY SECURED PARTY. Atils option, and afier any writien notice 10 Debor requit

by law, I Tig: 10, discharge taxes, liens, security interesis or other mmbmm
o the Coltaieral, ot ‘pay for: (z) e repair of any damage 10 the Collateral, (b) anything neccssary to mainiain and
serve the Collateral, and (c) insurance on the Collateral. Debior SM.II be iable and agrees to reimburse Secured

anty promptly for all such eapenditures, -nd for all cosis, aitomey fees and other disbursements made by Secumd
Panty in connection with this paragraph.  In addition, Debtor shall be liable and agrees 1o reimburse
mepﬂy for al) costs, anomey fees and mher disbursements made by Secured as ﬂlnwed by Ilw or vmnded

this A;reemm'm m’“::zf 'or collecting any note, wmmy. or I-aluhty
or colleci

Coiers 5 Dbt inSabich S Fon
amounts

account,
Pany has a -e:un s g Unm
provided in this paragraph, such amounts shall

eimboes s Secured Party for
mldaedpmofl)ebwn ability 10 Sccured Party

ed O as

by demand, notice of dishonor, protest and mnu or
protest, and alt omrr notices w-m respect to such conveyances. I the Collateral includes accounis of
receivables and the right 1o paymen is enhanced by a l:u:r of credit, Debtor agrees to deliver the leter of cndn
immediately 10 Secured Pany, and not to make demand under it or “,‘J“ it by way of security or otherwise without
Secured Paty's prior cxpress consent in writing, which consent Secured Party is under no obtigation (o give.

{d) CASH AND OTHER REMIT !ANCES Upon demand of and as specified by Secured Party, when Debior

Teceives any | ., 12 accvpumes. , cash, or other remittances, in payment of accounts or other Collateral

eeds of int other. Colmml. Debror shall lﬁply the same directly on Debior's liability 1o Secured

Party, or deposit the same In  special account maindained with Secured Party and from which Secured Party has the

ptwer of wuhdr:wll 1f Secured w0 mqulm, Debior will promptly notify Secured Panty of such applications
of deposi same MM

identifying in writing the source of the Collawral which has been converied into same. The

such special account shall be held Party as security for nll Debior's liabilities to Secured

id proceeds shall be ited in ptcmely the form received, except for Debtor’s endorsement where
nec:xsary o permit collection of items, which endorsement Deblor agrees to make,

and which Secumd Pany is
such endorsement.

hereby granied » powe? of ailorncy 10 make on Deblor s behatl if Debior Fuls or refuses io make

Pending such sits, Deblor agrees that any mch checks, drahs cuh or other remittances will not becommt led
with any of Debtor's funds or propeny, bul mll be leld apan in trust for Secured Fany uml
deposit of same is made in the special account. Pmy wull at intervals 1o be determined by Secured

Secured Pary. whether owned by Devior o

f
any other party liable under this Agreement, inst the princ

Y1 , agai ov mmen due on any loans made 10 Debior by
Secured Party, or against Deblor's other liabitities to Secured ured by this AL , at Secured Pmy (]
sale option, unless 30 applying those its would contravene any wruwn reement beween Debror and Secured

mmgmr:'ﬁulm A ion of such funds on deposit which Secured Party elects not 1o sppls
willthdl?lﬂgb\nrby&c "”m v hiad

{) PROCEEDS. Whencver the sale, exchange, or other dlimsluol\ of inventory oro!l:v Onlluenl gives rise 1o
an accouni, chattel paper, inst Instrument, of genet mlNﬁﬁﬂ money (“procecds” for purposes of
this paragraph), Debtor, as required by Secured Party, shall notify s«uud Party pmﬂuly of the dnmmum of said
inventory of other Collateral and any resulting procecds. With respect 1o all Al reemen,
Debtor represents that (i) no set-off or rclaim exists or shall be permitied 1o exm (u) m agreements
or shall be made for any material modification, deduction or dnscnum. and (iii) no partial payments have bem or
mnum;wummdwm Party by Debtor in writing. All proceeds where the right to pa)
has not yet been earned by performance shall be ¢videnced by a bind hi

n( writien contract between Deblor ird
panles. and copies of such contracts shail be ided to Secured Party. Secured Party lh.lvemznmnmnly
account deblor or obligor of Debtor’s obligation to make paymenis dirceily to Secured ured Party

nuy uke control of all proceeds, which right Secured Party may exercise at any time. Until such u'nn as Secured
Party elects 10 exercise such righ, Deblor is authorized as Secured s agent 10 collect and enforce such
roceeds. The costs of such collection and mfomen:m. including atomeys' fees and other expenses, shall be bome
Iy Debrar, whether incurred by Secured Party or

(i) FEDEKAL ASSIGNMENT OF CLAIMS A%I If the Colfateral includes accounts or other receivables wlm
a face vi 000, anse out ol lwuraclwnhli:UmmdSlamolAmnuorw its
isions or Debior shall notify Secured Party pmwy in writing of

that facs. Dchoumll any instrumenss and take any other action Secured Pany requires o?aem
ptfm Secured Party's ncumy |maw in such accounis under the provisions of the Federal Anl.nmeu Cl;

- REMEDIES

jpon the occurrence of an Event of Default, and at any laies time, Secured Party ma) 25 otherwise provided
by law, at its option and without notice or 10 Debtor, exercise any and all rlghu lnd mmdles provided by
the UCC, as well as aif other rights and remedies Secured Party possesses, including but not limited t0 the right to:

1. Declare all Yiabilities secured by this Agreemens immediately due and payable, and/or proceed to enforce

ment and performance of all such liabilitics, provided that upon any prepayment in full of the unpaid balance o'

mch habnhuesu.‘ Debror shail be entitied to a rebate of any uneamed portion of any finance or ather charge in
accordance with law.

2. Require Debtor to assemble the Collateral or evideru of m:Connml anu mak: n available to Secured Panty
aca pln Sucmed Party d:n%;z; which is reuomb( | be responsible for
any expenses and damages if damages e Cnuumi or |f Sher a-rauu and demand in
with law III‘I this Agreement, Deblor wmumlly fails to make the Collateral available to Secured Party. All such
expenses and damages are secured by Secured Party’s security interest in the Collateral granted by this Agreement.

3. Repossess the Collateral, and for this purpose Secured Party is .nmed authority to ender into and upon any
premises on which any part of the Collama] may be situated and remove it. Debtor waives any claim in connection
with or arising from an entry peaceably made in connection with a nposmsbn Debior authorizes Secured Party or
its umpemem comiractors 1o take possession of and hoid an (I proveny focated in or temporarily atached 10 the
Collater; f Debior has not reclaimed such propes wuhm I ys aﬂer nmlce ohu taking and locuwn is sent to
D:bwl. i property may be sold and the pmv:e:(Is ¢ amounis

Party. Any balance of such proceeds remaining :ﬁer paymm in lull of all amouns mmd by thi;
|ru¢m¢m Wl be paid to Debror

m

4. Possess all books and records r«ldencn; of

raining 1o the Collateral and any personal property in or
associated with the Collateral, and for this purpose ‘;my

is granied authority 10 enter into and upon any

3. Transfer any of the Collateral or evidence of the Collateral into Secured Party’s
nominee, lnd receive the proceeds and hold the same as security for Debior’s liabilities to sacnved Party or apply the
proceeds on or against any such iability, Secured Party may notify account debiors and obligors to make payment
directly to Seculed Party, and may demand, collect, -weqx for, setile, compromise, adjust, sue for, foreclose,
;Icmovwdluupml'n&llmrd in Secured Panty’s own name or in Debior’s nme, a5 Secured Party may
termine.

6. Sell or otherwise dispose of the Collateral. Unless the CA:II-IHII :dwmla or pcn is perishable or threatens o

decline iy in value or is of a type customarily sold on Secured Party will give Deblor
mm.’« of the ime and plne nr my wzhc sale, ur of ﬂ time afier which
disposition is to be made. Such be adequaie if given at Debtor's address set for
‘mailing the notice at least 10 days hefum lny uu or ther disposttion or action.  Secured
and Debor shall be liable for, reimbursement mwuh le costs and expenditures of
interest, :mludm; without limitation coun :om vin bonds, storage, ssion costs, repair
ts for sale, ulnn;coux and nlnmcyl l«s | such costs are mm%nmy interest in the
O:Ilnunl ;rum by this A Apreemerk pmmdnd lhove under "Expenditures by
ves mnn\lyhavew re Secured Party 10 any third person for any of the
Indebiedness. mny wwly with my xprhubk state or federal law mqnlcmenu in connection wm\ -
disposition of the Co(l and compliance considered adversely 1o affect lhe
s of any sale uf the Collateral. Sel:ured ty has no obligation to clean-up or otherwi
Callateral Vnrule Secured Party may sell the Co!hmal wnhaur iving any nruwcs
specifically disclaim any warranty of title o the like. This rmm’ure will not be considered adversely to affect the
commercial s of any sale of ﬂ!GwlImr\IISecumdeyKlI:lnyoflMCﬂIl credit,
D:hnr will be cwdlredonly wm. baymenss acnnlly ‘made by the purchascr, received by Secured Party and applied 1o
the indebiedness of the purc! the even the purchaser fails 1o pay for the Collateral, Secured Party may reseff
the Collateral and Dtbwf ﬂu.ll be cmducd with the proceeds of the sale.

7. Secured Party shall aot be liable for failing to collect any account, enforce any contract right, or any other act
or omission on the part of Secured Pany Iu of ::n. ag:c of employces, except as the same constitutes bad faith
o faifure 10 act in a commercially reasonabl ured Party shall have acted in a commercially reasonable
manner if its action or inaction is consistent wnm generzl commercial usage of parties lInIIIIIy':‘I‘IIHM in the ares

privaie sale or other

premises at which any part of such books and records mly situated and remove them. Any such pmpeny not o f Secured Party's focation, but this standard shall not constitute dnuppmnl of any procedures wi ise may
nlywenfeme'mI’lofSemred Party’s rights shall be retumed to Deblor on demand, or ise upon reasonable under the circumstances nos require Secured Party (0 1ake steps 1o preserve rights against prior panies
completion of use. m an instrument or chattel paper.
e
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